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DEPARTMENT OF THE NAVY TELEPHONE NO.

ATLANTIC O=VlSION ( 444-741 l
NORFOLK. VIRGINIA Z3511 IN REPLY REFER

24l: RHS
LO-6

19 SEP

From: Commander, Atlantic Division Naval Facilities Engineering Command
To: Commanding General, Marine Corps Base, Camp Lejeune, North Carolina 28542

Subj: Lease and Use .Agreement NOm-71659, modification of

Ref:

Encl

(a) MCB CAMLEJ Itr PWO:405:JCJ:sh llO00 of 25 Jul 1980
(b) LANTNAVFACENGCOM ltr 241:RHS LO-6 of 13 Aug 1980
(c) FONECON Military Traffic Management Command (MTMC)(R. Frantx)/

LANTNP,VFACENGCOM (R. Swiader, Code 2413) of 1’5 Sep 1980

(1) Southern Railway System (SRS) Itr of 4 Sep 1980

I. Subject lease covers use of Government-owned rail facilities by the Seaboard
Coast Line and the. Southern Railway. Reference (a) forwarded for recommendations
and/or action by this Command a request from the Southern Railway for an adjust-
ment of the cash rental paid thereby. Reference (b) advised the Railway that
upon submission to and review by this Command of documentation evidencing and
contrasti.ng respective rental, maintenance and operating costs with gross revenues
from the leased trackage an appropriate rental adjustment would be forthcoming.

2. Documentation furnished by enclosure (1) has been reviewed and is satis-
factory. Accordingly, a proposed Supplemental Agreement providing for a waiver
of the cash rental for those calendar years in which gross revenues are exceeded
by operating and rental costs is under preparation and will be forwarded to the
Railway for review and execution. Thereafter, a fully executed copy will be
provided for Base records.

3. With respect to the future status the leased trackage, enclosure (1)
advised of the Railway’s plans not to eend the lease beyond its 31Auust 1984
expiration date without a significant tribution by the Government towards track.
maintenance work. Subsequent discussions with the Railway have indicated, however,
its willingness to furnish continued rail service to the Base provided the Govern-
ment assumes responsibility for long term ad cyclical maintenance on the trackage.
In this egard, this Command is exploring with the Railway the feasibility of
replaci.ng Lease NOm-71659 with a spur track agreement covering continued Railway
service across and day-to-day maintenance of the Camp Lejeune-Cherry Point track-
.age. As proposed, long term and cyclical maintenance for this portion of trackage
will become the sole’responsibility of the Government.

4. Prior to further action on the proposed spur track agreement concurrence is
requested. Should future developments warrant, similar discussions will also be
initiated with the Seaboard Coast Line. As subject lease limits the Railway’s
current maintenance oblig to an amount proportionate to the traffic there-
over, replacement of the lease with a spur track .agreement will insure continued
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service to the Base while surrenderi.ng little of practical value.5. In consideration of the Railway,s expressed intention to restrict futuremaintenance work on the lease trackage to minimum routine items only, it isrecommended that early planning for and scheduling of Government-funded reha-
regard, reference (c) advised that prelimina

the Base be undertaken. In this

bilitation work, as determined necessary by
ry resu1s of a recently completedstudy of the Base’s rail mobilization requirements indicated that outloadingto Morehead City could be satisfactorily accomplished through New Bern by use

of commercially-owned trackage. It is understood that the completed MTMCstudy will be provided for Base review when available.

E P. FUCILE
By direction

Copy to: (w/o SRS annual reports)CMC WASHINGTON DC
MTMC (MT-SA)
COMNAVFACENGCOM
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I" EPARTMENT OF THE NAVY
ATLANTIC DIVISION

NAVAL FACILITIES ENGINEERING COMMAND
NORFOLK. VIRGINIA 23511

TELEPHONE ,.
444-7411

IN REPLY REFER TO:

241 RHS
LO-6

1 SEP

Mr. W. W. Simpson
Vice President
Southern Railway System
Engineering Department
P. O. Box 1808
Washington, DC 20013

Dear Mr. Simpson:

Receipt is acknowledged of your letter of 4 September 1980 concerning Lease
and Use .Agreement NOm-71659 covering Railway use of portions of the Govern-
ment’s Camp Lejeune-Chert Point railroad. A review of the documentation of
revenues and expenses forwarded by your letter indicates that the annual
rental, maintenance and operating costs for the leased trackage exceed the
Railway’s gross revenues therefrom. Accordingly, this Command will prepare
and forward for review and execution the Supplemental Agreement discussed in
our previous correspondence. It is anticipated that the Supplemental Agree-
ment will be forwarded within the next two to three weeks time.

With respect to the future status of the leased trackage, it is understood
thatthe Railway is agreeableto the provision of continued rail service to
Camp Lejeune but does not beJieve that extension of Lease NOm-71659 beyond
its 31 August 1984 expiration date will be economically feasible without a
significant contribution by the Governmrnt towards required track maintenance
work. The Railway’s reluctance to unde ake all but minimum routine mainte-
nace work to non-revenue producing traIge is appreciated. In this regard,
however, it is suggested that a useful :.istinction may be drawn between the
provision of continued rail service to bamp Lejeune and responsibility for
maintenance of he Government-owned trackage.

Track .Agreementzfor the. existing ]ease. The SpL!r Track Anreement vould become
effective at altime pri,or o or U,p,o.n expiration of Lease om-7!659 and vould
provide for c,otinued Railway se,/i’ce across and day-o-day maintenance of
the trackage.) Required long e,m and cyclical maintenance v.,ould be accomplished
by or at Govern,ent expense, To assist in evaiuation of our-proposal a draft

Agreement will be forwarded--for your review by separate correspondence.

As discussed in your recent conversation with our Mr. Swiader, Camp Lejeue’s
long term rail requirements are currently under study. Upon completion of the
study advice will be provided as to the Government’s intentions regarding, the
leased trackage. As an interim measure a mutuaITy satisfactory arrangement
for our respective interests may include Substitution of an appropriate Spur
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Please contact Mr. Sviader on telephone 804-444-7411 if you have any questions
or desire additional information on this matter.

Sincerely yours,

E.P. FUCILE
CommBndr, CEC, USN,

Hed, FBcilitis Planning and

Real Estate Department
Bv direction of the Commander

Copy to:
MCB CAMP LEJEUNE
CMC WASHINGTON DC
MTMC (MT- SA)
COMNAVFACENGCOM





W. W. SIMPSON
V|CE PRE$ |)I-.NT

September 4, ].980

550 Camp Lejeune

920 15TII STI.EET, N.W.
TEL: (202) 3S3-00

E. P. Fucile
Commander, CEC, USN
Head, Facilities Planning and Real
Estate Department

Department of the Navy
Atlantic Division
Naval Facilities Engineering Connand
Ngrfolk, Virginia 23511

Camp Lejeune Railroad Lease and Use Agreement
NOm-71659 Your reference 241:RHS, LO-6

Dear Conmlander Fucile:

Thank you for your letter of August 13 regarding the
captioned matter. I appreciate your willingness to adjustthe rental under Lease and Use Agreement NOm-71659, and I
suggest a meeting to work out details. I have enclosedd6cumentation of the-comparison between our grossrevenuesand the rental, maintenance and operating costs relating tothe leased line. The Camp Lejeune Railroad Company agreesthat the sixty-day notification period referred to inArticle 24(d) of the Lease will not begin until you have
received this report.

You asked about the possibility of the Camp LejeuneRailroad renewing Lease and Use Agreement NOm-71659. Inlight of the anticipated need for major track work on thisline, it would not e economically feasible for the CampLejeune Railroad to extend this Lease in the absence of asignificant contribution by the Government towards the track





E. P. Fucile 2 September 4, 1980

work. We will need to know the Government’s intentions in
this regard well in advance of the expiration of the current
term of the lease so that we can make the necessary adjust-
ments in our operations. In the absence of Government
fundivg, we will continue service to the Base through
August 31, 1984, but only minimum routine maintenance work
will be performed.

Once you have reviewed the enclosed financial information,
please give me a call so that we can arrange a meeting. Thank
you for your cooperation in this matter.

Enclosures: as stated

Yours very truly,"





WaShington August 26, 1980

},Ir. J. W. McClellan

Subject: Camp Lejeune Documentation of Revenes and Expenses

Pursuant to Mr. Simpson’s request, perating revenues,operating expenses, net revenue,, and net income data attri-butable to the Camp Lejeune Railroad Company are identifiedbelow.[in Table I. I have included data for the period 1973-1979 so that trends may be .identified. As you can ee, the-Camp Lejeune Railroad has been operating consistently in thered with the exception of 1975. In that year, railway operatingexpenses were only $38,208 due to a $72,072 credit for themaintenance of joint tracks.

Table I
Net Income Statements

for the Camp Lejeune Railroad Company
(1973-1979)

Operating Operating Net NetYea_____r evenue Expenses Revenue (Loss) Income (Loss)
1973 S40,624 $ 57,063 $(16,439) $(15,121)2974 64,].71 112,829 (48,658) (33,649)2975 70,596 38,208 2,388 16,8131976 45,649 80,338 (34,689) (25,865)
1977 61,536 137,554 (76,018) (42,027)1978 76,832 81,836 (5,004) (1,551)1979 77,659 123,945 (46,286) -(21,295)

Table II documents maintenance-of-way expenses incurred andrental payments made to the Government by the Camp Lejeune Rail-road or the period 1973 79.





Table II
I-O-W Expenses and Rents Payable

(1973-79)

Yea___r M-O-W Expense (Credit) Rents Payable

1"973 $26,273 $6,2501974 73,207 8,7601975 4,099 5,1101976 1,460 4,710
1977 90,080 3,9901978 (2,494) 3,4301979 50,217 3440

Attached are selected pages from the Camp Lejeune RailroadCompany’s Annual Reports filed with the Interstate CommerceCommission for the seven year period outlined above. The infor-mation for Tables I & II was attained from these Annual RelorZs.Included are pages outlining the annual net income, gross opera-tingrevenue, operating expenses, and rents payable to the U.S.Goyernment. The information for the years 1978-79 differs some-what in.format due to the fact that R-3 Annual Reporzs were filedwith the Commission rather than the R-2 Annual Reports which werefiled for the years 1973-77. These reports should serve as sat-isfactory documentation of our argument.

S. D. Eisenach

Attachment: Selected pages, Camp Lejeune Annual Reports





Mr. W. W. Simpson
Vice President
Southern Railway System;
Engineering Depart,ent
P. O. Box 12,08
Washlngtn, DC 20013

Dear t;r. Simpson:

DEPARTMENT OF THE NAVY
ATLANTIC DIVISION

N/I,VAL FACILITI E$ ENGINEE R! NG COMMA
NORFOLK, VIRGINIA 23511

""
--T"

!’ .3.-7"F

TELEPHONE NO.

444-7411
IN REPLY REFER TO:

241 :F}IS
LO-6

1 AUG

Reference is r.,de to your letter of II July I80 to the Condin2 CenrBl, :brineCorps Bas, Cav,p Lejeune, North Carolina, concrnino Lease n Us Ar-e:nt7]659 coveric Southern P.ai]vay use of F.ort.ions of t.e Governl;:ent’s Car..:p Lj:unrailroad. Tiis Coi;and is the present Cuntract Administrator for th, leaseyour ]ett,r has ben for;’grded to this office as a matter under its cognizance.

A revie$ of the referenced correspondence indicates two apparent ras of co;cern:the requested d.usbent f the cash rentals aid by Southern Rail..;y. and seco,dly,the anticipated aount of track taintenance work which ill be required in the nearfu-tu.

With respect to the rental adjus,]nt, it. is understood that a preli.,=inary ecop.omicanalysis of the lese, coaducted by th .tail;;y and cowrin the period fro 1973to the present, indicates tha the annual rental, intnane and operatin9 coszsfor the leasod trackce exceed the Railway’s sross rvenues threfrom. In thisregard, your letter crrctly sts that in such circumstances Article Z4(c;) ofthe lease provides r either l adjus’xent within 60 days" tie .f the retl pay-ments or, in the ebsnce of an agreer;ent as to a rental adjusten.., tei,ationights by the Ril’ey. Accordinoly, p1se b advised tha the C’vy is reebleto the execuion of a Suppleontal Area;ent witu the Soutrn zl,ay Systeproviding for the wiver of the Raiiv#ay’s cash rental obligations for tiosecalendr years subsuont to 31 Aoust 1 ’’’ou i which the amual gross ’evenucsderived fro; use of the lased trackace is exceeded by the nnual renal, ainte-
hence and opertine., costs terefor. For the urposss of
the te calendar year shall be. defined as tha period coaencin I Septeabr andextending through the following

Prior to the preparation and execution of the proposed Supplcr,ental Aoreement itwill be necessary, Kov:ever, for this Comand to be provided docu,ntation evidenc-ing and contrasting the respective renzai, maintena,ce and operatin costs for the.leased trackable ith the Rail,ay’s gross revenues frcm operations th:reover. Upon
receipt and review of this infcatien the Supplemental Agreement will be fadedfor review and execution on half of the Southern ailay System. As discussed inyour r<ent telephone conversation with our .Ir. Swiadr it is understood th.t the60 day. notification peried addressed in Article 24(d) of the lease will not cos;ence

..o,u,.tl s..n..,,.s the Ra,a s fnal economic analyss of the leased trackage,opan,.,bY :e supporting, documentation, herinabove, re,uested, i ...-,,. .,,
i ..... : I ]s ,.quest_d that t:is understanding be formally ccnfrd by

)vuon and return to this Co.’nd of the enclosed copy of this letter marked,,,.,,--1"rst Copy’: or by such oer written means as the’Railw considers appropriate.
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With respect to the anticipated major track repair work, the Government has a

continuing long-term requirement for the provision of adequate rail service to

CaMp Lejeue. While the Railway’s concern with the low volume of rail traffic,

averaging 40 loaded cars monthly, is appreciated, contingency mobilization and

other military and national defense requirements dictate that the leased rail

facilities must be Maintained and repaired in a manner permitting their safe

operation without undue interruption of service. In this regard, theMilitary

Traffic HanaGement Co,and is conducting a study of Cap Lejeune’s outloading

capability across the leased trackage. While the study will not be completed

for another 3 to 4 Months, preliminBry indications fully support the continuation

of the long-term requirement for rail service across the leased trackage.

Accordingly, it is recommended that contact be made bebeen the office of your

Division Superintendent in Greensboro, )!orth Carolina, and the Base’s Public

Works Departnent and Rail Traffic Hanagenent Office, telephones 919-451-2818 and

2541, regarding scheduling for priority maintenance work.

As you are aware, Lease and Use AgreBent )(0m-71659 expires by limitation effec-

tive 31 August 194 but ay be extended thereafter by the Railway to l january 199.

It is understood that your office is currently studying the feasibility of extending

the lease term but is uncertain at this tiBe as to its intentions in this direction.

In consideration of the seriously deteriorated condition of much of the leased

trackage and the tie and resources required to initiate and complete the rehabili-

tatlon work required to maintain the trackage in an operable condition it is

requested that this Connand be advised, at the earliest possible time, of the

Railway’s intentions regarding lease renewal.

Pleasecontact Mr. Swiader on telepho: 804-444-7411 should ou have any questions
or.deslre additional information on .s matter. Your cooperation and prompt

confirmation of the above discussed ur,derstandings will be greatly appreciated.

Sincerely yours,

E.P. FUCILE
Commander, CEC, USN,
Head, Facli|ies Planning and
Real Est;t DeFarfment
By direction of the Commander

The Southern Railway System hereby agrees and concurs with the understandings

and agreement in principle hereinabove discussed regarding the planned execution

with the United States of America of an appropriate Supplemental Agreement to

Lease and Use Agreement NOm-71659. The Southern Railway System does further indicate

its agreement in principle that execution of said Supplemental Agreement shall be

accomplished subsequent to and within 60 days’ time after provision by the Southern

Railwpy System to and receipt by the Atlantic Division, Naval Facilities Engineering

Command of the final economic analysis and supporting documentation hereinabove

discussed.

Name Ti tl e Date
2





The Hourable Charle O,

to, C 20515

J. R. FRIDELL
Colonel USMC
Base Commander

Blind copy co:
LAN’I’N&V’ACENC--CO (Code 24)

AC/$ Yacilitles





Bl:l.nd cop to:
VYACECCOH (Code 2&)
AC/S, Facilities

J. R. FRIDELL
Colonel USMC
Base Commander





27 August 1980

Public gorks Dept

Congressional Inquiry

Congressmen Jones/Whltley Itr of 18 Aug 1980
Southern Railway System Itr of 11 Jul 1980

(c) LANTNAVFACENGCOM Itr 241 :RHS LO-6 of 13 Aug 1980

Purpose: To respond to a letter from Congressmen Charles O. Whitley and Walter B.

Jones concerning an agreement with the Southern Railway System.

1. By reference (a) Congressmen WhttleylJones advised of a f|nanctal Imbalance
resulting from an agreement with Southern Railroad for use of rat1 facilities

at Car LeJeune. This matter had previously been brought to our attention by

reference (b) wherein the railroad requested renegottatton of the rental agree-

ment. Since the Atlantic Division Naval Facilities Engineering Connand is the

Contract Administrator for the agreement, reference (b) was forwarded for their

action. LANTNAVFACENGCOM has contacted the rat]road and has agreed to a
Supplemental Agreement that would waive rental payments In periods where

revenues were exceeded by costs. The railroad was advised of the proposed
Supplemental Agreement by reference (c).

2. The proposed letters to Congressmen Jones/Whttley advise them of the pro-

posed Supplemental Agreement.

That the proposed letters to Congressmen Whitley/Jones

be signed and forwarded.

V. PODBIELSKI





TO;

BASE MAINT O

PUBLIC WORKS

COMM-ELECT O

MOTOR TRANSPORT 0

ATTN:

Attached is forwarded fori

2. Please initial, or comment, and return all papers to this

office.

3. Your file copy.

"LET’S THINK OF A FEW REASONS

WHY IT CAN BE DONE"
P-MC BC L-1757









WASHINGTON OFFICE:

ROOM 404

02-2ZS-341

August 18, 1980

Brigadier General D.B. Barker
Commanding General
U.S. Marine Corps Base
Camp Lejeune, North Carolina 28542

Dear General Barker:

Officials of The SouthemRailway System have informed us of their financial
position as it relates to the United States of America’s Lease and Use Agreement
with Camp Lejeune Railroad Company and Atlantic Coast Line Railroad Company.

Apparently their preliminary analysis of figures since 1973 shows an operating
loss for each year, except for 1975. They anticipate major track work will be
required on the leased line shortly, which will add to their continuing deficit.

We are told the lease agreement prov.ides for adjustment of rental paid by the
railroads should railroad revenues in any calendar year not equal rental,
maintenance and other operationg costs.

As the Contract Administrator, we wanted to contact you to offer any assistance
possible in resolving this financial imbalance on the part of these railroads,
particularly should any action you anticipate require legislative action.

Sincerely,

Walter B. Jones
Member of Congress





W. w. SIMPSON
July II, 1980

550-Camp Lej eune
9’ ISTH b’I’R.ET, N.W
TEL: {0) 3S3-4560

Brigadier General D. B. Barker
Commmding General
Marine Crps Base
Camp Leeune, rth Carolina 28542

Dear. .C-,e. Barker:

Om behalf of the Camp Lejeune Railroad Company, I am
writing you ir your capacity as Contract Administrator for the
United States of America’s Lease and Use Agreement with Camp
Lejeune Kailroad Company and Atlantic Coast Line Railroad Company,
dated September 2, 1960. As you know, this lease permits these
two railroads to operate along right of way owned by the Federal
Governmemt near Camp Lejeune.

This lease provides for adjustment of rental paid by the
railroads should railroad revenues in. any calendar year not
equal remtml,, maintenanceand other operating costs. A prelimi-
nary anaIysis of figures snce 1973 shows that with the exception
of 1975, Camp Lejeune Railroad has operated at a loss over this
leased Irma. We anticipate that major track work will be required
on the leased line within the near. future. This, of course, will
add furr/er to the railroad’s deficit under the 1960 lease.

Im light of these circumstances, I would appreciate it if
you or a member of your staff could meet with us to discuss a
method of covering these costs.

Thank yo for your consideration.
hearing from you soon.

I look forward to

Yours very truly,





PWO/VP/arc
11000
29 July 1980

From:
To:
Via:

Public Works Officer
Commanding General
Assistant Chief of Staff, Facllitles

Subj: Lease Arrangement for Railroads Serving Camp Lejeune

Ref: (a) Southern Railway System Itr of 11 Jul 1980

I. Reference (a) requested a meeting between Southern Railway and Marine Corps
Base representatives to discuss means for the railroad to recover maintenance,
rental, and operating costs which are not sufficiently compensated by operating
revenues. The matter has been discussed with and referred to LANTNAVFACENGCOM
for primary action. LANTDIV is expected to arrange a meeting with Southern
Railway at Camp Lejeune sometime in August. It would be helpful to review
some of the background of the relatlonshlp with the railroads to be aware of
posslble ramifications of the requestedmeeting.

2. The government, with Marine Corps acting as Contracting Officer, negotiated
a lease and use agreement on 2 Sepr 1960. In 1971 the Marlne Corps assigned
cognizance over the agreement to NAVFACENGCOM. The agreement is Jolntly with the
Camp Lejeune Railroad Company backed by Southern Railway and the Atlantic Coast
Line Railroad. LeJeune operates on the rail portion between Jacksonvllle and
the Base (5.7 miles), while Coast Line operates between Havelock and the Base
(27 miles). Additlonally, both railroads operate within the Base (3.2 mlles).
The origlnal lease was renewed in 1964 with a 20-year term which expires on
31 August 1984. The railroads pay the government a $I0 fee for each revenue
generating car moved over the government track. Camp Lejeune is treated not as a
spur but as a station on the common carrier systems, and the cost of moving rail
cars on the government portion of railroad is Included in the common carrier
tariffs filed with the Interstate Commerce Commission.

3. By the terms of the agreement, the railroad lessees are responsible for main-
tenance and repair of all of the government rat1. The standard of maintenance is
to be proportionate to the volume of traffic moved over the track. This office
has no figures on the traffic at the time the leeae was negotiated or renewed,
but it undoubtedly was much healer than today. Current rental payments average
about $800.00 per month between the two lessees, representing about 80 revenue
cars permonth.

4. The lease further provides that in a given calendar year if gross revenues for
operations on the government track do not equal rental, maintenance, and other
operating costs, rental payable by lessees is subject to adJustnnt within 60 days
after written notice from the lessee. If agreement is not reached in the 60 days,
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the lessee may terminate the agreement on 30 days notice. Termination would
not discontinue service without ICC approval, but it would void the lessee’s
responsibility to maintain the track and to pay rental fees.

5. Southern Railway asks to meet, not to discuss a reduction of rental fees,
but to seek a means to cover their costs. I expect that even if the rental were
reduced to zero, the railroad would still have a substantial deficit if it
performs the required maintenance and repairs to the leased right of way. The
lease agreement permits no more than adjustment ef the per-car rental fees, so
I am suspicious that Southern’s letter is a thinly disguised notification towards
effecting termination of the agreement. Therefore, it is imperative that the
government and the railroad reach agreement on new rental fees within 60 days
from the II July letter. LANII)IV is well aware of tlmls consideration and expects
to schedule a meeting at Camp Lejeune prior to 15 August. We should be prepared
to reduce the rental fee to zero if necessary just to stave off unilateral
termination of the lease by the railroad.

6. This action occurs at an awkward time, as we are awaiting results of the
review by MTMC on the requirement of the railroad to support mobilization. If
the railroad is determined to be a requirement and to be kept in a higher class
condition, then it would be not only appropriate but also necessary for the
government to contribute monies for its upkeep over and above that proportionate
to the volume of traffic. Until that determination is made, the scope of the
meeting will be kept within the bounds of the lease agreement.

V. PODBIELSKI
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